In 1980 6.4 percent of the American work force was foreign-born; in 1994, 9.7 percent of the work force was foreign-born. A disproportionate number of immigrants are highschool dropouts, increasing the supply of less-educated workers and potentially contributing to the observed decline in their relative pay. Over the same period, imports brought the output of less-skilled foreign workers into the United States, while the export of skillintensive products raised the demand for skilled workers, further altering the skill content of U.S. labor supply/demand.
fects of immigration on the labor market. We find that cross-sectional area comparisons in the 1980 and 1990 Censuses of Population do not yield stable estimates of the effect of immigrants on male earnings, and they yield sufficiently different effects on female and male earnings to make us leery of interpreting these results as reflecting the effect of immigration on wages. Comparisons of changes in immigration flows and in native wages across areas and education groups give quite different results: when we control for regional conditions, we obtain negative relations between immigration-induced changes in supply and native wages. Our factor-proportions estimates of the effect of immigrants and trade show that immigration contributed more to the decline in the relative earnings of high-school dropouts than trade, while both modestly reduced the earnings of high-school workers relative to college workers.
I. The Area Approach
The area approach to the study of the effects of immigration on the job market exploits the high concentration of immigrants in gateway cities or states. In 1992, 60 percent of legal immigrants came to California or New York, and an additional 20 percent entered New Jersey, Texas, Illinois, and Florida (U.S. Department of Commerce, 1994 table 10). Given an exogenous flow of immigrants to areas that is uncorrelated with levels/changes in native labor supply or labor demand among the areas, and given sufficient time for the wages of native workers to adjust to the change in supply, comparisons of wages between immigrantintensive and non-immigrant-intensive areas should yield valid estimates of the effect of immigration on native wages. Table 1 , the measure is simply the ratio of immigrants to natives (excluding the self-employed) in the metropolitan area, irrespective of the skill level of the two groups. In line 2, the measure takes account of skills: it is the ratio of immigrants to natives in the natives' education group and area, adjusted for their annual hours of work.
The 1980 cross section for males shows an insignificant effect of the increased labor supply due to immigrants on native wages. This estimate is less negative than the crosssectional estimate for low-skilled natives in Joseph Altonji and David Card (1991) for a much smaller set of areas, but it has the same sign. But the 1990 cross section yields positive coefficients for the effect of immigration on wages of native males. The changes in coefficients over time suggest that the crosssectional calculations are dubious structural relations of the effect of immigrants on native wages. One possible reason for the different relations over time is that, for exogenous reasons, demand changed markedly across regions. The 1980's were a period of economic boom in the coastal areas that receive most immigrants and of rust-belt problems in many interior areas. The regressions in Table 1 The natural way to address this problem is to compare changes in native wages within an area over time. Table 2 presents such an analysis, with the observations differentiated by area and education. We estimated wages for an area-education group by regressing ln(weekly earnings) on dummy variables for age and gender and. area-education group in each census separately. The difference between the coefficients on the area-education dummy variables in the 1980 and 1990 Censuses provides our estimate of the change in area-education wages (d ln Wjk). To estimate the impact of immigrants on the earnings of Table 2 shows that a change of 0.10 in the ratio of immigrants to natives by metropolitan area and education was accompanied by a 0.009 log point increase in the wages of the relevant group. All of the coefficients in column (1), which contains neither area nor education group dummies, are positive. But inclusion of area fixed effects in column (2) turns the coefficients negative. Education groups that experienced particularly large immigration-induced increases in labor supply in an area also had large decreases in pay relative to other education groups in that area. Column (3) controls for education but not for area: if some of the potential negative effect of immigration on the wages of an education group affects that group nationwide, the coefficients on immigration should become more positive, and this is what we find. Column (4) adds area variables, and this turns the coefficients to near zero or negative. We conclude that controlling for local labormarket conditions is critical in estimating the effect of immigration on native wages.
There is another important pattern in the coefficients summarized in Table 2 . As the geographic area covered widens, the coefficient on the change in immigrant/native ratios tends to become less positive or more negative. This suggests that the results depend not only on the controls in the regressions, but also on the geographic area covered. The implication is that, if we looked over a wider area (the nation), we would find greater depressant effects of immigration than if we look at smaller metropolitan areas. Why might this be?
There are two possible explanations. One has considerable empirical support, while the other has not received much attention. The first is that the migration of native workers responds to immigration-induced changes in outcomes, so that the immigrant/ native ratio overstates the immigrationinduced increase in supply in any locale. There is much evidence for such a pattern. Randall Filer ( 1992) reports a negative correlation between immigration and native out-migration across metropolitan areas in the 1980 Census. William Frey (1995) finds what seems to be an even stronger negative relationship in the 1990 Census. Our investigation of native worker migration shows that it is primarily less-educated natives whose location decisions respond negatively to immigrants. If nativemigration responses are sufficiently large over the relevant period, comparisons of small areas will mask the true effect of immigrants on native wages.
The second possible explanation is that capital may respond to immigration-induced changes in labor supply. While no one has shown that investment in, say, the apparel industry in Los Angeles or New York has been driven by the supply of immigrants, if this were the case it would partially offset the effects of immigration on native outcomes in those areas.
II. The Factor-Proportions Approach
The factor-proportions approach to seeing how immigration affects the job market assumes that the effects of immigration and trade are sufficiently diffused across areas due to native migration or capital responses that it is best to examine the effect of immigration through its effect on the national supplies of labor with different skills. A factor-proportions analysis of the effects of immigration and trade on native wages requires estimates of the changed number of immigrants with different levels of skill, the implicit change in labor supply due to net trade, and the elasticities of relative wages to relative labor supplies.
We obtain the number of immigrants from the 1980 and 1990 Censuses of Population. One problem with these data is that they include some but not all illegal imnuigrants. A second issue is that immigrants with a given level of schooling may be imperfect substitutes for natives with the same nominal level. Furthermore, the change in the Census education question between 1980 and 1990 creates a classification problem; this change led us to calculate changes in the total supply of workers by education group from 1980 to 1990 using the consistent Current Population Survey data. To estimate the effect of trade on the skill composition, we estimated how many workers of different skills would be demanded under the counterfactual assumption that net trade by industry did not change over this period. To transform changes in net trade into changes in implicit labor supply, we used labor input coefficients based on the average share of workers with different levels of education by industry for 1979 to 1991. This implies that trade affected the skill composition of production through input coefficients from roughly the mid-1980's. Table 3 shows our estimates of the change in labor supply resulting from immigration and net imports of manufactured goods for high-school dropouts, high-school graduates, workers with some college, and college graduates, as well as for three more aggregated groups: all workers with 12 or more years of schooling and highschool and college equivalents, as defined in 
m. Conclusion
The estimated effect of immigration on native-labor outcomes depends critically on the empirical experiment used to assess immigration. Our cross-sectional comparisons of wages and immigration in the 1980 and 1990 Censuses yield unstable results which cast doubt on the validity of these calculations. Analyzing changes over time for various education groups within regions gives negative estimated immigration effects, which increase in magnitude the wider the area covered. Evidence that native migration responds to immigrant flows suggest that area comparisons understate the potential adverse effect of immigration-induced increases in labor supply on native wages. Our factor-proportions calculations show that immigration has been important in reducing the pay of high-school dropouts, while immigration and trade have contributed modestly to the falling pay of high-school-equivalent workers. It is possible that the different effects of immigration on native outcomes in the area and factorproportions methodologies may be due to the diluting effect of native migration flows across regions and failure to take adequate account of other regional labor-market conditions in area comparisons.
